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Directors’ Report 


Your Directors are pleased to submit this report on the operations and financial 
position of the Company for the year ended December 31, 1971. 


Financial 


For the year 1971 the Company changed its accounting practice in respect of its 
share interest in Rio Algom Mines Limited to an equity basis in accordance with 
currently recommended practice and for comparative purposes the 1970 figures 
previously reported have been adjusted to the same basis. The effect of this 
change in accounting practice is described in Notes 1 and 4 to the Financial 
Statements included in this report. 


On the new accounting basis the net earnings for the year 1971 were $4,010,458 
or 51 cents per share as compared with $5,932,304 or 76 cents per share in 1970. 
The decrease in earnings in 1971 was primarily due to the decline in equity in net 
earnings from Rio Algom; Rio Algom’s net earnings for 1971 were $9,698,000 
compared with $14,076,000 in 1970. 


Dividends received from Rio Algom Mines were $2,152,960 in each of 1971 and 
1970 and dividends paid by Preston were $2,197,813 in each of these years. 


Stanleigh Property 


In 1970 it was reported that preliminary estimates of ore reserves, capital costs and 
operating costs indicate that the uranium price required to make the Company’s 
Stanleigh uranium property viable were significantly above prices then available 
and therefore, it was not expected that the Stanleigh uranium mine would be 
reopened for some time. There has been no change in this position. 


Investment in Rio Algom Mines Limited 
No change has been made in the Company’s investment in Rio Algom which 
remains at 5,382,400 common shares, representing an interest of 43.94% of the 
issued common shares of that company. 


With the consent of Rio Algom and for your information, the 1971 Annual Report 
of that company is forwarded to you with this report. In view of the importance 
of the Lornex Project to Rio Algom, with the consent of Lornex Mining Corporation 
Ltd. and for your further information, the 1971 Annual Report of that company is 
also forwarded to you with this report. 


Directors 

Your Directors report with regret the death of Mr. W. P. Arnold on January 3, 1972. 
Mr. Arnold was appointed a Director of the Company in August 1960 and was a 
Vice-President from November 1965. As a Director and Officer of the Company, 
and as Executive Vice-President, Mining Operations of Rio Algom Mines Limited, 
Mr. Arnold made significant contributions to the Company. 


You will be asked at the Annual Meeting to authorize a decrease in the Board of 
Directors from ten members to nine. 


On behalf of the Board 


Toronto, Canada R. D. Armstrong 
February 29, 1972 President. 


Auditors’ Report 


To the Shareholders of Preston Mines Limited: 


We have examined the statement of financial position: of Preston Mines Limited 
as at December 31, 1971 and the statements of earnings and retained earnings and 
source and disposition of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in 
the circumstances. 


In our opinion these financial statements present fairly the financial position of 
the company as at December 31, 1971 and the results of its operations and the 
source and disposition of its funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent, except for 
the change referred to in note 1 to the financial statements with which we concur, 
with that of the preceding year. 


COOPERS & LYBRAND 
Chartered Accountants 
Toronto, Canada 
February 22, 1972 


Preston Mines Limited 
(Incorporated under the laws of Ontario) 


Statement of Financial Position 
December 31, 1971 


CURRENT ASSETS: 1971 1970 
(CEE y. Loree ros SEN ae eee arg Ca GR PO ai Ce $ 7112,744- 73. 95075 
Short term investments, at cost, and deposits .................- 1,275,000 ib yc oom 
PXCEOUINSMe CELV AO Oletenre tang tre wate eee Oty ets nha nt ky ats 03 be sie 20,482 56,808 
Accounts receivable from affiliated companies ................. 3,107 3,244 
Ire Pal CGXP CSCS Beta ge rigs mcr tey wet ed CS Rein, We uy Pinta, © Wank 416 

1,411,333 1,352,854 

Less: 

CURRENT LIABILITIES: 
rccounts payablerandsaccrued, liabilities) 7.30. 4a snus nae 9,822 14,467 
WielaineCOmralvi ENG Simscraeruys ve as Ceten seen oot ae eae eae 137,992 138,013 

147,814 152,480 

MORIN GREGAPIT Al gear ewnentt: Scet aN) | ta eet iy WUD cee nee 1,263,519 1,200,374 

Investment in Rio Algom Mines Limited (note 1): 

Deo AOURCOMMONMSIALeSEM ee ace its aame re. vee 1 ne ree ae eee (2, 05591 05 TAL MOS ANOS) 
BG CIMLITes wa ta CO Sl Brice taererat ist: som ones ataare sey irene nee EME: ace 477,500 477,500 

Mining properties, less amortization (note 2) .................... 2 2 

Delemcc development: expenditure Waa. ee oe ee anne 592,860 592,860 

ESES CEO PEAS CETSEOVERGLIABIUI TES ie eee ree Sie arene teen ee $75,187,044 $73,374,399 

OWNERSHIP EVIDENCED BY: 

Capital Stock — 
Authorized: 

1,069,925 4% cumulative, redeemable, non-voting preference 

shares with a par value of 50 cents each 
10,000,000 common shares without par value 
Issued: 

7, GAGS Soe COMMON (Shales eee airmen rer da ons Rem Mee eee $26,910,985 $26,910,985 
GontriDutedaesUt DIUS we ease co tarn Wes crete reise eae tas eee 24,993,673 24,993,673 
Retainedmearmines (note, 4) mew warrce a atete ci scorn) tema fener en 23,282,386 21,469,741 

$75,187,044 $73,374,399 


Approved on behalf of the Board: 
R. D. ARMSTRONG, Director. 
BRYCE MacKENZIE, Director. 


Statement of Earnings and Retained Earnings 


YEAR ENDED DECEMBER 31, 1971 


EARNINGS 
REVENUE: 


Proceeds from sales of plant and equipment 
Less cost of reconditioning equipment sold 


Sete Ce Oerh Ch iO Sb THO NO (OO ad 


amie He keuieMe) 'eveue) lee) 'e\Je) :é.le: (6) fe. <0) fe 


Investment and other income 


©0116: 0) 6) 10) (6, "¢ Bi ie) (0) © (6) 0) 6) 18[he) .6 mi oy 16) ce Je] 0/8, es elie ‘oe 


EXPENSE: 


Idle mine expense 
Administrative and general expense 


b) © 6 ©) a, 0) 0) 6) 6! 0 \¥) eo! ollie! eo) ‘onnis, feuesine. “ie. nt)s6 lalla! le! cul tel lu ieie 1s .o fol ners hamcemleucen:e] 


©: (a pe) jee. 6) a Nese! (up ie: (e) (ole) olin, [ole Meure) Te: cel celal e; le 


Operating profit for the year 
Equity in net earnings from operations of Rio Algom Mines Limited 
for the year 


Ce 


OG) wie, (ee) 1a)./0 var 0) 6) 07 7B) 50) co” (uWire. Je) ;0, Te) @) 19) cw coy islco. or wte) veimiwn (ey 01 vie) rel ipy feiomie jeuieiey (eu ete 


Net earnings*from ‘operationss. se te te ee ee eee 
Less equity in extraordinary items of Rio Algom Mines Limited 


NET EARNINGS FOR THE YEAR (note 3) 


Earnings per common share 
=—— Operating profits: osices os sc ot ae eae nr 
— Net earnings from operations 
— Net earnings for the year 


e) (e @, “@) ie) sis) @ 00: 0) 14) 1@) (8 @) <0) <8) (al e\ ee) me 
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RETAINED EARNINGS (note 4) 


BALANCE, beginning of year as previously reported ............... 
Add increase due to change in accounting for investment in Rio 
Algom (note 1): 


Equity in opening retained earnings of Rio Algom Mines Limited 


Less writeoff of excess of cost over equity in net assets of Rio Algom 
at date of acquisition 


@) ipyiiel aie) io) sefse) oi 10) 18) e)(s\' (6) 10) 1, [6] (=, -0: 16) ello! ce} el feria! falta) (s) (oe) etal stasis) (eixe! ya 


As_ restated 


Add: 


Net’ earningsetor the \vear actus scien ee ee err 
Equity in Rio Algom’s reserve for marketable securities no longer 
required 


Oe) ONC ONO SOO SOT Ds Onan sOeCeChOmONC MIC COMODO CIIG <) (iets Deb OM to Oh Cee ceed oO Tm 0 1 6 
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Dividends paid on common shares 


Balance, end of year 


Ce ec et CO Chae ec iC? Chit tern iets (ety te O cht Opt. Ceo oo mn. 63 


1971 1970 
$¢ 416545 .$ 2299615 
9,458 43,529 
107,087 186,286 
104,0 074 _ 134,110 
lds Siii6! 320; 0,396 2 
ee 320,391 ad 
32,320 136,348 
90,837 9 72,457 
103,163 208,605 
107,998 17 ot 
3,902,460 6,404,681 
4,010,458 6,516,472 
pp 284,766-— 
$4010 on 0,45 458) €5,932,304 7 
.01 01 
1 Z ee 
51) C76. 
head : 
$ 1,194,778  $ 1,127,840 
31,495,967 27,564,777 
32,690,745 28,692,617 
11,221,004 11,221,004 
21,469,741 17,471,613 
4,010,458 5,932,304 
= 263,637 
25,480,199 23,667,554 
2197, 8135 2, 1GONS 
$23,282,386 $21,469,741 


Statement of Source and Disposition of Funds 
YEAR ENDED DECEMBER 31, 1971 


SOURCE OF FUNDS: 17a 1970 
Net earnings before equity in net earnings of Rio Algom Mines 
abit (COC meen ae Ry cca et Retr ae arty RN) FEE Ree Ue Ok 2 De 1077998 eo 117791 
DividendssromelOeAlgom Mines, Limited sas. ssa ekertee a ease / _ 2,152,960 *> 252,960 
72,200,950 2,264,751 
DISPOSITION OF FUNDS: 
IDUAeKe eiaVers (ehal Lee laninalevay Gar MKoa ois Sycka sobs AG oe ea eee ea oe 2,197,813 2,197,813 
Deferred development on Stanleigh uranium property .......... -- 15,106 
ZO 7eGlS TA PMP AMEN RS) 
Mereasemi Ne WOlKINGecal)llalme nrc an .n te eee ihe seen Teevent Ayoene re SeeG3 45a 51 O32 


Notes to Financial Statements 
DECEMBER 31, 1971 


Investment in Rio Algom Mines Limited 

The Company’s investment in common shares of Rio Algom Mines Limited represents 
43.94% of the issued common shares of Rio Algom and is not of a temporary nature. The 
quoted market value of the shares at December 31, 1971 was $80,736,000 (1970 — 
$84,223,000). The actual value of these shares may be more or less than that indicated by 
market quotations. The quoted market value of the debentures was $425,400 at December 
SUP LIA 

In 1971 the Company changed its accounting practice in respect of its investment in Rio 
Algom to an equity basis and has included the related amounts in the statement of earnings 
and retained earnings. Previously, the investment in Rio Algom was carried at cost. The cost 
of the Company’s investment exceeded its equity in the net assets of Rio Algom at date of 
acquisition by $11,221,004 and this excess has been written off by a charge to retained 
earnings. 

For comparative purposes the 1970 figures have been adjusted to the same basis. 


Investment in common shares of Rio Algom at cost .......... $50,828,700 
Add: 
Equity in retained earningss)anuary 170197 (epee creer $31,495,967 
Less writeoff of excess of cost over equity in net assets of Rio 
Algom/at date) of acquisition) ars ac 92 > te rete tee 11,221,004 20,274,963 
Equity in net®*earnings for thesycar tye ee eeac eraces eee 3,902,460 
75,006,123 
Less dividends received for the year ..............-+2-008- 2,152,960 
Balance; December?31) 1971 oy. Geren aie eee re eee ee $72,853,162 
Plant and equipment and mining properties 
Plant and equipment consists of: 1971 1970 
Buildings, machinery and equipment, at cost ................ $10,499,745 $71,3397525 
Less accumulated: depreciationat...- 51 ane ee ee ee 10,499,745 115339525 
DoS = 
Mining properties consist of: 
Mining yproperties, at? Coste, macaeet ie Wegener ernest een $ 1,752,654> $1,752,654 
Less accumulated amortization: ae qe eee eee 1752652 1,752,652 
$ wy 8S 2 


Income and mining taxes 
Because of the exemptions and deductions permitted for tax purposes, it is estimated that the 
Company has no liability for income or mining taxes for the year. 


Earnings and retained earnings 

As a result of adjusting the investment in common shares of Rio Algom to an equity basis, 
the retained earnings of the Company as of January 1, 1971 have been increased by 
$20,274,963 to $21,469,741 to reflect the equity in net earnings of Rio Algom Mines Limited 
as of that date. As a result of the change in accounting practice described in Note 1 
earnings for 1971 are higher by $1,749,500 ($0.22 per share) than the amount which would 
have been reported if the previous method had been used. 


Remuneration of directors and senior officers 


During the year ended December 31, 1971 the aggregate direct remuneration paid or payable 
by the Company to the directors and senior officers of the Company was $13,970. 
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